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The China’s stock market have developed more than 25 years. There are several
bull markets and bear markets. It is difficult to reflect the trend of the economic
development by comparing the history of the market situation with the economic
cycle. It is found that the policy’s sensitivity is higher than economic development.
It is easy to find an individual enterprise, which been extracted from the stock
market, qualified to the basic investment. From the development of the industry,
the enterprise correspond to the trend of the development of the industry. For
example, removing the share out bonus, the share price of VANKE have risen
more than fifteen times during the decade of real estate industry. Getting rid of the
share out bonus, the share price of Suning, which based on the pattern of
consumption and supply chain development, have risen more than one hundred
times.
As individual or institutional investors, how to choose the underlying stocks and
research the investment value of stocks in such circumstances? Based on the
concept of the value investing, the individual stocks can be filtered from the
perspective of the industry development, following the “top-down” approach.
Two companies have been chosen, Zhonghuan Semiconductor and Longgi
silicon, in this paper. The financial data of the above companies from 2009 to
2014 have been collected. The most objective, reasonable and scientific basis of
picking stocks can be find by valuation and analysis for the above two companies,
using the P/E model and FCF.
This paper is divided into six chapters. Chapter One puts forward the background,
the main problems and the meaning of the research. Chapter Two introduces the
current situation and the development tendency of photovoltaic industry in China.
It also introduces the main problems in development. Chapter Three analyzes the













companies. Chapter Four analyzes and compares the history of the two
companies’ financial data, forecasts the main financial data for a more complete
understanding of the two companies. Chapter Five estimates the company
evaluation of the above two companies by FCF and P/E model respectively, and
estimates the share price range of the two companies. Chapter Six concludes the
main research conclusions, which including the industry analysis, the results of
business analysis and intrinsic value, and make suggestions for the two
enterprises based on the conclusions.
The two companies are optional target enterprise by the analysis of this paper.
The growth and stable performance of Longgi silicon benefits from the rapid
development of photovoltaic industry. The company performances have been
improved significantly. The company is currently undervalued. Transforming from
semiconductor electronics industry to photovoltaic industry,Zhonghuan
Semiconductor has the high quality and efficiency of semiconductor companies
genes. The performance of the company increases gradually. The technological
advantages are apparent. Zhonghuan Semiconductor probably becomes the
leader of the photovoltaic industry. The stocks of the two above companies can
be buy-and-hold.
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